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MESSAGE FROM
OUR CEO

Very often investors have been sold products which have

given suboptimal results. In my professional career

I closely observed that an investor while buying a financial

product only has a ‘monologue’ with the seller,

which allows him to sell whatever he wants. Thus, in our

attempt to convert this “monologue” into a “dialogue”,

SubhShanti Wealth (previously SubhShanti Advisory) was

founded in March 2011, to empower the investors with

requisite skills to not only ask the relevant questions –

before buying a financial product but also to educate

them to focus on financial well-being rather than only on

Financial Products.

Happy Investing
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What is 
Investing?

What is Investing?
Investing is when you buy something in hopes that it’ll appreciate (aka
increase in value) or generate income. People can invest in many ways,
from buying gold or real estate to putting money toward building
businesses and furthering their education.

In the financial world, investing most often refers to buying an asset, like
individual stocks and bonds, mutual funds, or exchange-traded funds
(ETFs), that you expect will help you grow your money over time. Most
people invest for big long-term financial goals, like paying for college,
buying a house, or saving for retirement.

Why investing is important?
Investing is essential for building wealth over time. While money sits idle,
its buying power weakens due to inflation. By investing, your money has
the potential to grow, outpacing inflation and securing your future
financial goals. Think of it as growing your seed money into a fruitful tree
– it allows you to achieve your long-term plans and maintain your
desired lifestyle.
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Importance of 
Investing

Why starting early is important?

How does investing work?
Investors aim to generate a return on their investments, most
commonly through appreciation and income.

• Appreciation is when something grows in value. Think: Buy low and sell
high.

• Income is when an investment puts money in your pocket without you
having to sell it.

 This could be through a dividend, an interest payment, or even profits
from real estate or a business.
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Scenario 1: Saving Scenario 2: Investing

Saving       Investing

Saving — putting money aside gradually, typically into a bank account.
People generally save for a particular goal, like paying for a car, a down
payment on a house, or any emergencies that might come up. Saving
can also mean putting your money into products such as a bank time
account (FD).

Investing — using some of your money with the aim of helping to make it
grow by buying assets that might increase in value, such as stocks,
property or shares in a mutual fund.

Final corpus post tax is Rs.9.13 lacs

Saving Rs.10,000 each month for a year
and then at the end of the year making a
5 year FD giving returns 8% per annum.
Total investment duration is (1+5)= 6 yrs.

Investing Rs. 10,000 regularly into ELSS
fund which may give returns of about 12%
for 5 yrs and keep it invested for 1 more year.
Total investment duration is (5+1) = 6 yrs.

Tax Implication:
1. Savings account returns after taxes:  2.8%
annually
2. FDs post tax returns for someone in 30%
tax bracket: 5.6% per annum

Tax Implication:
 •Since investment is done in equity for
period >1 year, Long-Term Capital Gain
(LTCG) Tax of 10% is applicable on gains
exceeding Rs.1 Lac without Indexation
benefit.

Amt invested: Rs.6 lacs Amt invested: Rs.6 lacs

Final corpus post tax is Rs.7.6 lacs
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The Power of
Compounding 
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Decoding
Returns

Absolute Returns
The absolute return refers to the investment growth achieved in terms of
percentage irrespective of the investment tenure. The growth is expressed in
absolute terms and not in relative or comparative terms.

For Example, You invested a sum of Rs 200000 in a mutual fund that grew to 2.5
lakhs in 4 years. The absolute return here will be 25% ((50000/200000)*100).
Even if the mutual fund delivers this return of 50000 in 3 years or 5 years, the
absolute return will remain 25%

Annualized /CAGR Returns
Annualized return refers to the return received by the investor annually.
Annualized return or CAGR(Compounded Annual Growth Rate) also considers
the effect of the compounded interest rate.

The annualized return can be calculated using the formula:

CAGR = ((Current value/Purchase value) ^ (1/number of years)) – 1]*100

For Example, If the purchase NAV value of your mutual fund was Rs 10 and the
current NAV value after 2 years is 15, the CAGR value will be computed as below:

CAGR = [((15/10)^(1/2))-1] * 100 = 22.4%
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XIRR
XIRR stands for Extended Internal Rate of Return is a method used to calculate
returns on investments where there are multiple transactions happening at
different times.

Suppose you invest SIPs of ₹ 4000, ₹ 9000, ₹ 5000, ₹ 4000 and ₹ 6500 in 5
years and receive ₹ 53,000 at the end of 5 years then your return on
investment is 22%

Rolling Returns
Rolling returns are typically applied over longer time periods (three, five, ten or
more years), and are useful in comparing the performance of different
investments, for example mutual funds or ETFs.

The rolling returns formula is quite simple; add the returns from each calendar
year during the desired period (3 years, 5 years, etc) and divide the sum by the
number of years.

For example, if the ABC Fund had returned 6% from March 1, 2021 to February
28,  2022, the fund had a one-year rolling return of 6%. But let’s say the
previous two years had annual returns of 2% and 13%. Using the formula
above, the three-year rolling return is 7% per annum (6+2+13/3 = 7) Therefore,
investors earned an average 7% return on their investment in any of these
years, including compounding and re-invested income.
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Difficulty In
Timing The Market 
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What is Market Volatility

Riding Riding ThroughThrough  
volatiliyvolatiliy

Market volatility refers to the rapid and unpredictable changes in the prices of
financial assets, driven by factors like economic data, geopolitical events, and
investor sentiment. To ride market volatility, investors should focus on
diversifying their portfolios across different asset classes, maintaining a long-
term perspective, and avoiding knee-jerk reactions to short-term fluctuations.
Regularly reviewing and rebalancing investments can help manage risks and
capture opportunities during volatile periods.
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Bull Market: A period during which stock prices are rising or are
expected to rise, typically characterized by investor optimism,
confidence, and strong economic indicators.

Bear Market: A period during which stock prices are falling or are
expected to fall, usually marked by investor pessimism, declining
economic indicators, and overall market uncertainty.

Comparative Analysis Between Bull and Bear   
Market

Bear vs Bull
Market
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Setting Financial
Goals 

Setting financial goals is like making a roadmap for your money. It helps
you figure out what you want to achieve with your finances, like saving
for a vacation or paying off debt. This way, you can track your progress
and make sure your spending is on track for your dreams.

SMART Framework
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8 Steps to Make a Financial Plan

Building a 
Financial Plan

A financial plan is a detailed roadmap that outlines an individual’s or
organization’s financial goals and the strategies to achieve them. It
encompasses budgeting, saving, investing, and risk management,
addressing both short-term and long-term objectives. By providing a
clear path, it ensures financial stability and growth. Regular reviews and
adjustments are essential to adapt to changing circumstances and
goals.

"Financial planning is essential. It provides direction and meaning
to your financial decisions. It allows you to understand how each
financial decision you make affects other areas of your finances
and to consider the short and long-term effects on your life goals."
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Preparing
Investment Policy
Statement

An Investment
Policy Statement
(IPS) outlines an
investor's goals and
strategies for their
portfolio, detailing
objectives, risk
tolerance, time
horizon, and asset
allocation. It guides
investment
decisions to ensure
they align with
financial goals.
Regular reviews
and updates are
essential to adapt
to changing
circumstances and
market conditions.
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Understanding
Risk Suitability

"Risk comes from not knowing what you're
doing." — Warren Buffett
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What is Asset Class Risk?

Asset class risk refers to the potential volatility or fluctuations in the value of
investments within a specific category, such as stocks, bonds, or real estate. Each
asset class carries its own level of risk based on market conditions, economic
factors, and investor sentiment. Diversifying across different asset classes can
help manage overall portfolio risk by balancing potential returns with varying
levels of volatility.

What are Asset Classes?

Asset classes are different categories of investments in financial markets:

•Equities (Stocks): Ownership shares in companies.

•Fixed Income (Bonds): Debt securities that pay interest.

•Cash Equivalents: Short-term, low-risk investments.

•Real Estate: Property and land investments.

•Commodities: Physical goods like gold and oil.

Each class varies in risk and return, making diversification important for balanced
portfolios.

16Informed Investor Guide | 



17Informed Investor Guide | 



18Informed Investor Guide | 



Common
Investment
Mistakes
Investment mistakes are common errors that investors make,
such as failing to diversify their portfolio, reacting emotionally to
market fluctuations, or not conducting proper research before
investing. These missteps can lead to significant financial losses
and missed opportunities for growth. Avoiding these mistakes is
crucial for achieving long-term investment success.

Types of Investing Errors

 •Not having clear investment goals:
If you don't have a clear investment goal, you might end up off track. Many
people chase trendy investments or short-term gains, but it's better to build a
portfolio that aligns with your long-term objectives. Focus on a plan that helps
you achieve your life's goals.

 •Buying high and selling low:
Investors should buy low and sell high, but fear and greed often make them do
the opposite. Chasing short-term gains or  fearing immediate loss leads to
financial loss. This results in missing out on long-term investment success.

 •Trading too much and too often :
Patience is key in investing, as it often takes time to see benefits. Constantly
changing your strategy can increase fees and risks. Instead of frequently
trading, use that impulse to learn more about your current investments.
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 •Failing to diversify enough :
Diversification is crucial for managing risk and returns across different market
conditions. Avoid putting all investments into one security or sector to prevent
significant losses during market shifts. Finding a balanced portfolio with
professional advice is key for long-term success.

 • Reacting to the media :
Don't get caught up in 24-hour news updates aimed at creating impulsive
decisions; focus on extracting valuable insights from the noise. Successful
investors gather data from diverse sources and conduct thorough research
independently or through investment experts. Relying solely on news for
investment decisions is risky because market prices typically incorporate
public information by the time it's widely reported.

 • Chasing yield :
 A high-yielding asset is a very seductive thing. Why wouldn’t you try to
maximize the amount of money you get back? Simple: Past returns are no
indication of future performance and the highest yields carry the highest risks!
Focus on the whole picture; don’t get distracted while disregarding risk
management.

 • Forgetting about inflation:
 Most investors focus on nominal returns instead of real returns. This focus
means looking at and comparing performance after fees and inflation. Even if
the economy is not in a massive inflationary period, some costs will still rise! It is
important to remember that what you can buy with the assets you have is in
many ways more important than their value in dollar terms. Develop a
discipline of focusing on what is really important: your returns after adjusting
for rising costs.

 •  Working with the wrong adviser:
An investment adviser should be your partner in achieving your investment
goals. The ideal financial professional and financial service provider not only
has the ability to solve your problems but shares a similar philosophy about
investing and even life in general. The benefits of taking extra time to find the
right adviser far out weigh the comfort of making a quick decision.
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Investing Biases
Investing biases are subconscious tendencies that affect how
investors perceive and act on information, potentially leading to
distorted decision-making. These biases can stem from
emotions, cognitive shortcuts, or social influences, influencing
choices away from rationality and objective analysis.
Recognizing and mitigating these biases is essential for making
sound investment decisions.

Types of Investing Biases

 •Cognitive Bias:
Cognitive bias refers to systematic patterns of deviation from rationality in
judgment, influencing decision-making based on subjective factors rather
than objective analysis

i) Conservatism bias: Investors fail to update their analyses with new
information promptly, sticking to old beliefs. This can lead to underestimating
the impact of new data and maintaining outdated strategies.

ii) Confirmation bias: An investor only reads news articles that praise a
particular cryptocurrency they've invested in, dismissing any articles that warn
about its volatility or regulatory risks.

iii) Hindsight bias: After a stock market crash, an investor claims they "knew it
would happen," even though they didn't make any changes to their
investments before the crash or were certain of the market crash.
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iv) Availability bias: An investor chooses to invest in a company they've seen
advertised frequently on television, assuming it's a safer bet than less
promoted alternatives without conducting thorough research.

v) Anchoring bias: An investor buys a stock at Rs. 500 per share. Despite new
information suggesting the stock's value has decreased, they refuse to sell it
below Rs. 500 because they are anchored to their original purchase price,
ignoring current market conditions.

 •Emotional Bias:
Emotional bias refers to making investment decisions based on feelings
such as fear or greed rather than objective analysis, potentially leading to
irrational choices and missed opportunities.

i) Loss Aversion: Investors strongly avoid losses more than they seek
equivalent gains, often holding onto losing investments hoping they will
recover, which can lead to missed opportunities and reduced returns.

ii) Endowment Effect: Investors place higher value on assets they already
own simply because they own them, which can lead to overpricing when
selling and reluctance to sell even when it's financially prudent.

iii) Self-control Bias: This bias leads to overspending and under-saving,
neglecting to build wealth and prepare adequately for the future due to
immediate gratification.

iv) Status Quo Bias: Investors resist making necessary changes to their
portfolio or asset allocation, even when conditions warrant adjustments,
potentially missing out on better opportunities or holding onto
underperforming investments.

v) Overconfidence Bias: Investors believe they possess superior abilities to
analyze and predict market movements, leading to excessive trading, lack
of diversification, and unrealistic expectations of returns.

vi) Regret Aversion: Investors make decisions based on avoiding potential
regret rather than maximizing returns, often choosing overly conservative
investments or following the crowd, which can result in suboptimal
performance.
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 Investing 
vs 

Trading
Investing

Investing involves purchasing assets with the goal of long-term growth and
income generation. By holding onto a diversified portfolio that includes
stocks, bonds, and mutual funds, investors aim to build wealth over time
based on strong fundamental growth potential in their chosen investments.

i) Active Investment: This approach involves individuals who actively buy
and sell assets in an attempt to outperform the market. They conduct
extensive research and analysis, aiming to capitalize on short-term
opportunities. Active investing typically incurs higher fees due to frequent
transactions.

ii) Passive Investment: Passive investors build portfolios designed to
replicate the performance of a specific market index or asset class. They
minimize trading activity, opting instead to hold investments over the long
term. Passive strategies often have lower costs since they do not involve
frequent buying and selling.

iii) Value Investing: Investors seek undervalued stocks of stable companies
with strong fundamentals and historical performance, aiming for long-term
stability and steady returns.

iv) Growth Investing: Investors target stocks of companies with high
growth potential, focusing on rapid expansion and increasing earnings
rather than immediate profitability, accepting higher risk for potential
higher returns.

Types of Investing
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Trading

Trading vs Invest

Trading involves buying and selling financial assets like stocks, commodities,
or currencies with the goal of profiting from short-term price fluctuations.
Traders often use technical analysis, market trends, and news events to
make quick buying and selling decisions, aiming to capitalize on market
volatility and generate immediate gains. Unlike investing, trading typically
involves higher frequency of transactions and shorter holding periods,
ranging from minutes to days.

Far more money has been lost by
investors preparing for corrections, or
trying to anticipate corrections, than
has been lost in corrections
themselves.  

- Peter Lynch
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Relationship
With Money 

Our relationship with money is complex and deeply personal, influencing our
attitudes, behaviors, and decisions. It reflects our values, priorities, and
aspirations, impacting not only our financial well-being but also our
emotional and mental health. Understanding and managing this
relationship involves recognizing its psychological aspects, setting clear
financial goals, practicing discipline in spending and saving, and seeking
balance between enjoying today and planning for tomorrow. It's about
fostering a healthy mindset towards money that aligns with our overall life
objectives and values.

The Seven Money Personality Types
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"You only
have to do a

very few
things right

in your life so
long as you
don't do too
many things

wrong.

- Warren Buffet

Financial
Myths
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Mutual Funds
A mutual fund is a financial product that enables you to invest in various asset
classes such as equity, debt, and gold. By offering diversification and
professional management, it helps to reduce your risk and enhance your
returns.
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“The single most powerful asset we all have is our mind. If it is
trained well, it can create enormous wealth.”- Robert Kiyosaki
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Understanding
Debt

Debt investing involves lending money to an entity, such as a government or
corporation, in exchange for regular interest payments and the return of the
principal amount at maturity. Common forms of debt investments include
bonds, treasury bills, and certificates of deposit. Debt investing typically offers
lower risk compared to equity investing, with more predictable returns. However,
the potential for returns is generally lower compared to investing in stocks.

"Investing in debt mutual funds can provide a steady income
stream and lower volatility compared to equities, but always
remember to match your investment with your risk tolerance

and time horizon."
 — Warren Buffett30Informed Investor Guide | 



Types of Debt
Mutual Funds
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Fixed Deposits
(FD)

Fixed Deposit Investment involves depositing a specific amount of money
with a bank or financial institution for a predetermined period, ranging from
a few months to several years. During this period, the investment earns a
fixed interest rate, providing predictable and stable returns. It is a low-risk
investment option, as the principal amount is secure and is returned at
maturity along with the accrued interest. Fixed deposits are popular for their
safety and guaranteed returns, making them suitable for conservative
investors.

32Informed Investor Guide | 



Gold 
Investments
Gold investing involves purchasing physical gold or gold ETFs to diversify a
portfolio and protect against inflation and economic instability. It is considered
a safe-haven asset that retains value over time. Investors choose gold for its
stability and potential for long-term growth.

How to Invest in Gold In India
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Alternative Investment Funds (AIFs) are investment vehicles that pool money
from investors to invest in assets beyond traditional stocks, bonds, and cash.
These assets can include private equity, hedge funds, real estate,
commodities, and derivatives. AIFs offer diversification and potential for
higher returns but typically involve higher risks and are less regulated
compared to traditional investments.

Types of AIFs

Alternative Investment
Fund (AIF)
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Portfolio Management Services (PMS) involve professional management of
an individual's or institution's investment portfolio by a financial expert.
These services offer personalized investment strategies based on the client's
financial goals, risk tolerance, and time horizon. PMS aims to optimize returns
while managing risks through active management and diversification.

Portfolio Management
Services (PMS)

Active Passive Discretionary Non
Discretionary

Types of PMS
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Different Modes of
Investments

What is SIP, STP and SWP

Systematic Investment Plan (SIP): A method of investing where a fixed
amount is regularly invested in mutual funds, promoting disciplined savings
and taking advantage of rupee cost averaging.

Systematic Transfer Plan (STP): Involves transferring a fixed amount
periodically from one mutual fund scheme to another, allowing investors to
manage risk and optimize returns based on market conditions.

Systematic Withdrawal Plan (SWP): Allows investors to withdraw a fixed
amount regularly from their mutual fund investments, providing a steady
income stream while potentially benefiting from the investment's growth.

Comparison between SIP, STP and SWP
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Taxation of
Financial Products 

Think of your investments as buckets - stocks, bonds, real estate, each with its
own tax label. Riskier buckets, like stocks, often come with tax breaks on profits
(capital gains). Safer buckets, like bonds, might have less exciting tax perks.
Taxes can get tricky, so consulting a financial advisor for your situation is
always smart.
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Comparison between PPF and ELSS

PPF (Public Provident Fund): A long-term savings scheme by the Indian
government offering tax benefits, fixed interest rates, and capital protection,
suitable for conservative investors aiming for retirement planning.

ELSS (Equity Linked Savings Scheme): A type of mutual fund that invests
primarily in equity markets, offering tax benefits under Section 80C of the
Income Tax Act, ideal for investors seeking potential capital appreciation
over the long term with some risk.

PPF vs ELSS
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Active Funds 
vs 

Passive Funds
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Insurance
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National Pension
Scheme 

(NPS)
Investing involves purchasing assets with the goal of long-term growth and
income generation. By holding onto a diversified portfolio that includes stocks,
bonds, and mutual funds, investors aim to build wealth over time based on
strong fundamental growth potential in their chosen investments.

Types of NPS Accounts

Tier 1- Premature withdrawal not allowed. Tax deduction benefits upto Rs. 2 lakh
per annum.
Tier 2- Funds can be withdrawn any time but lock-in of 3 years for claiming tax
benefits.
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Glossary Terms
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The "Informed Investor Guide" by SubhShanti
Wealth is your essential companion to achieving
lasting financial happiness. Packed with expert

advice and actionable insights, this guide equips
you with the knowledge to navigate investments
confidently, manage risks effectively, and align

your financial goals with personal aspirations. Take
charge of your financial future and invest in your

happiness with this indispensable resource.

+91 98314 47822

schhajer@subhshantiwealth.com

www.subhshantiwealth.com


